International — 


> International Paints (Canada) Limited 


ANNUAL REPORT 1978 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


httops://archive.org/details/Inte0564 1978 


INTERNATIONAL PAINTS (CANADA) LIMITED 


OFFICERS 


Chairman of the Board: 


Colin W. Webster 


President and Managing Director: 


F. P. Baker 


Executive Vice-President: 


Bruce H. Reid, B.A.Sc., M.B.A. 


Vice-President, Finance and Treasurer: 


Colin W. Beasley, B.Sc. (Econ.) 


Secretary: 


J. A. Stenhouse, F.C.I.S. 


BOARD OF DIRECTORS 


F. P. Baker, Montreal 

P. P. Daigle, Montreal 

J. Diamond, Vancouver 

William Moodie, Montreal 

E. W. Osmond, London, England 

C. A. Richardson, D.S.O., C.D., Montreal 
G. C. Solomon, Regina 

Colin W. Webster, Montreal 

R. M. Woodhouse, London, England. 


HEAD OFFICE 
6615 Park Avenue, Montreal. 


— wg 


bese 
STOCK EXCHANGE LISTING 
Montreal Stock Exchange, Montreal. 


7 


TRANSFER AGENT 
Montreal Trust Company, Montreal and Toronto. 


INTERNATIONAL PAINTS (CANADA) LIMITED 


DIRECTORS’ 
REPORT TO THE 
SHAREHOLDERS: 


The accompanying statements show that the results improved strongly, 
continuing the upward trend apparent in 1977. Sales increased to $60,111,664 
and net income was $711,209, compared to a net income for the previous year 
of $260,546. 


cine 


A major: Contribution to the resultwas made by the wallcoverings operation. 
Aris | is now fully operational and considerable success has been achieved i 
C building a domestic and export market, particularly in eee ee oy 
The Directors wish to acknowledge that much of the year’s success has 


also been due to our customers’ continued acceptance and support of your 
company’s products. 


The Directors wish to thank the management and personnel of the com- 
pany for their diligent work during the past year. 


ON BEHALF OF THE BOARD OF DIRECTORS 


Colin W. Webster 


Chairman of the Board 


F. P. Baker 


President and Managing Director 


22 March 1979 


INTERNATIONAL PAINTS (CANADA) LIMITED 
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CONSOLIDATED STATEMENT OF 
INCOME AND RETAINED EARNINGS 
=e Year ended December 31 
etic 1978 1977 
STC ye IITERY Peco ete rn) pte ie eo on ee ee $60,111,664 $51,437,046 
CHUINGT PUN YOf a AYE ald incre. Sat Rae OR naa ee eo 85,807 Ni2.365 
BOABTATI Sy 51,549,411 > 
‘ Ne EE Sty le Een ot 
Costs and expenses: % 
Cost of sales and selling and administration ..................... 57,597,269 49,787,278 
Start-up expenses of plant expansion ...............0 00. e eee eee — 252,596 
WEOLeCIatiOn.AnG-AMOMiZatOMmg. .s os-2 os eee sae we + skaeediene © aoe e gh oes 521,798 452,838 
Interest — 
SOU OU IAN ORie scat ee ate cin ert ais cas Matos wie tese eo E 572,484 509,707 
OAC mihi lee recess MMAR IR rye 3s alaman Sean oa de Men aca od 445,675 409,446 
59,137,226 51,411,865 
imcemerbetore INCOME taX€S 2 kas. cds d cde oie cae ws eaw needs vel oes 1,060,245 137,546 
Income taxes: 
CMEC OOV GUY) erie ei on es us, <% oid cs Bipoke SN SON athe iste 24,036 (23,000) 
EG RCC, Peres in ee ARS sb ow bls Fe a One 325,000 (100,000) 
349,036 (123,000) 
Net income for year...... Oe i ahh, OLR ER Ta eh eee ee ee 11,209 260,546 _ 
Petained earnings OeGInniIng Of VOAr Mag nus aca cues cue kdtie te pate obs Bike 5,047,351 4,846,805 
Dividends: 
6% preferred shares (declared and paid to June 30, 1978) — 
Dil ZORO CIES ONC eer ee wits ees ed Lacan nea nen ees Shere Baal Sree n= 60,000 60,000 
retained Carminds .CNGOlNCAlin. Mick nas 4 cuiee se nerds shoe oye thaiele vata $ 5,698,560 $ 5,047,351 
Earnings per participating preferred and —— ye oa 


common shares (after 6% preferred dividends)................... ( $8.35 7 32.007 


INTERNATIONAL PAINTS (CANADA) LIMITED 


CONSOLIDATED 
BALANCE SHEET 


ASSETS 


Current assets: 
Gash-and: short-term. depositsrc nearer tiers erent ry tes 
ACCOUMESIKECCIVADIe aa x. ee patrret tact aol paren bie ite coos fac taney canter aa en pes 
Income:taxes recoverable: tes 4 a aeawatoas soni ay muakig here apetyednineteen en 
Due*from: parent: and affiliatedicompanieS,.......s¢ecac ss ear eees 
INVEMIONOS We, caches eera oe ee On Sc PRMD Blcaeeh Nae Pathe ii Mey Rian ae 


Buildingsamachinery.and equipment peace ya 4..ceee ie eee 
Leaseholdsimprovementswe sam. vee ee aie tea rere ingen: 


Less: Accumulated depreciation and amortization ................ 


Goodwill Seep era i 2302 Oa eta enon epee Ark RG a 


Approved by the Board: 
COLIN W. WEBSTER, Director 


P. P. DAIGLE, Director 


December 31 


1978 


$ 253,650 
5,967,236 
228,115 
13,310,217 


1,020,177 


20,779,395 


1,380,000 
8,404,972 


523,704 


10,308,676 


4,719,049 


5,589,627 
17,500 


$26,386,522 


STE 


$ 16,650 
4,893,430 
134,295 
191,683 
11,551,141 
810,603 


17,597,602 


124,579 
8,170,729 
504,152 
8,799,460 
4,224,892 
4,574,568 
27,500 


$22,199,870 


LIABILITIES 


Current liabilities: 
IMG E CCNCSS fi MONE od ance on ies aA Sea MIB s 
Accounts payable and accrued liabilities ........................ 
PICOMRONLANOS DOVADIC wat ete se. 8025 ins, ahcesildc ora ahd ebay wtemened 


eit REC OU (NOG 12) ain ditch act damit \ c-nctamin same bn eaee, ok deo eae 


OU Sel (atoletan yey Cae Ce er ee ec nas 


SHAREHOLDERS’ EQUITY 


Capital stock: 
Authorized and issued.— 


50,000 6% cumulative participating 
preferred shares par value $20 each.................... 


28,000 common shares without par value ......... $140,000 


of which the total issue amount 

was attributed to surplus and 

applied by the directors to 

WIite-dOWM GOOdWITLCICy = sau oc ainsi cns 


Fremium-Olv issue Of preferred shares ern ee Ses ies Beene 
Aporaisalcsurplus: on landi(NOler lye. aon ek a pe oes ee oe ve 2 
POLAIICCRC ALIS er tee eet ee cite stints unt erie ray te aera 


140,000 


December 31 


1978 
$ 4,854,955 
8,785,375 


14,926 


13,655,256 
3,814,182 


931,103 


1,000,000 


32,000 
1,255,421 
5,698,560 


7,985,981 
$26,386,522 


USM 
$ 5,677,047 
6,378,329 


12,055,376 
3,459,040 


606,103 


1,000,000 


32,000 


5,047,351 
6,079,351 
$22,199,870 


INTERNATIONAL PAINTS (CANADA) LIMITED 


CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


Financial resources were provided by: 


Net tacome: fOr Vy Oats setaccase eeee ere panes ce ctreaces eet gape een ere 


Non-cash charges (credits) against income — 


Depreciation and amotizauone. wee ae © eu ee ee eee 
Deterred"income:taxesha re ere dc. en eee 
Funds:derived trom OpenrationSiaiiec.. csr: © se rsusecnertee so necceys ear 
Tenm"loans:s 3520), aes eae ate aac rae ee ean ar eels 


Financial resources were used for: 


Investmentin: fixed’assets:(Net) ass seen ee eee ce eens 
Repaymentof term: lOanSiarmrr rset. 8 kon Soh tee eee ee ee 
DIVIG@INOS' Soa aieicotie ceca in eat tee a cie ere ae tae 


INCEASE Ih WOKKING: Capital ise arte ee eee ee area a eee 
Working capital; beginning Of yealan aasenan ance ane ter cee ree 


Working capitalsend Of:yeats 82. cuie a ere ae ee 


AUDITORS’ REPORT 


To the Shareholders of 
International Paints (Canada) Limited: 


Year ended December 31 


1978 
$ 711,209 


521,798 


325,000 


1,558,007 


600,000 


2,158,007 


271,436 
244,858 


60,000 
576,294 


1,581,713 


5,542,426 
$7,124,139 


1977 
$ 260,546 


452,838 


(100,000) 


613,384 


1,802,499 


2,415,883 


1,017,529 
844,859 


60,000 
1,922,388 


493,495 


5,048,931 
$5,542,426 


We have examined the consolidated balance sheet of International Paints (Canada) Limited as at December 
31, 1978 and the consolidated statements of income and retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1978 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 


year. 
PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, Quebec 
February 27, 1979 


INTERNATIONAL PAINTS (CANADA) LIMITED 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS pecemeer 31, 1978 


le 


2; 


Summary of principal accounting policies: 


(a) 


(b) 


Principles of consolidation— 
The consolidated financial statements include the accounts of the Company and all subsidiaries. 
Inventories— 


Inventories of finished and in-process goods are valued at the lower of manufacturing cost and net 
realizable value and raw materials are valued at latest invoice cost. At December 31 inventories were 
as follows: 


1978 1977 
Raw materials and in-process ....................... $ 2,697,649 $ 2,394,660 
[FTN aleve We (olere SOs te Nene ay ney oe rena re mene 10,612,568 9,156,481 


$13,310,217 $11,551,141 


Fixed assets and depreciation and amortization— 


Fixed assets are recorded at cost with the exception of land which is recorded at the appraised market 
value at November 30, 1978, as determined by General Appraisal of Canada Limited. Expenditures for 
maintenance and repairs are charged to expense as incurred. 


Depreciation is calculated generally on the declining balance method using rates based on the esti- 
mated useful lives of the respective assets. 


Amortization of goodwill— 
Goodwill is amortized using the straight-line method over 5 years. 
Income taxes— 


Income taxes are accounted for on the tax allocation method whereby income taxes are fully provided 
for on reported income at current tax rates. Reported income differs from taxable income because of tim- 
ing differences, principally capital cost allowances claimed for tax purposes which exceed the depre- 
ciation provided in the financial statements. The tax effect of this difference has been set aside as 
deferred income taxes to be drawn down in years when taxable income exceeds reported income. 


Translation of foreign currencies— 


Foreign currency balances included in current assets and liabilities are translated into Canadian dollars 
at rates of exchange current at year-end; items included in non-current assets and liabilities are 
translated at the rates of exchange prevailing at the dates the transactions were recorded. Gains or 
losses on foreign exchange are reflected in the statement of income. 


Long-term debt: 


1978 1977 
Bank term loan, as renegotiated effective January 26, 1979, 
with interest ranging from 1/2% to 1'/4% above the bank 
prime rate repayable in 11 annual instalments of $300,000 
COMMENCING ECOLUAlY Mil OOS a ace ee eee ee eet ys $3,300,000 $3,300,000 
7% debt of £434,000 repayable in semi-annual instalments 
3 emg 2) 3 aad eae ARO ry Mie oy Re eaeCRIMEE Sn Reg Oa te PRS Se 759,040 1,003,899 


4,059,040 4,303,899 


Less: Amounts due within one year included in current 
ADIs seen ot aie a A eerie hee tnam eka coe 244,858 844,859 


$3,814,182 $3,459,040 


Pension plans: 


The Company has established a number of pension plans which are open to all employees. The current 
service cost portion of these plans is absorbed in the period in which the service that gives rise to the 
entitlement is rendered. The unfunded past service liability is estimated to be $354,000 at December 31, 
1978 and is to be charged to earnings over the next 12 years. 


Commitments: 


Minimum annual rentals under long-term leases and licence agreements amount to approximately 
$1,907,000 as at December 31, 1978. These leases and agreements expire generally over the next ten 
years; however, in the normal course of business they will be renewed or replaced by other similar leases 
and licence agreements. 


Total rent charged to expense in the accompanying statement of income in respect of licence agreements 
and real estate leases amounted to approximately $2,962,000 (1977 — $2,887,000) including rentals based 
on a percentage of sales but excluding payments of real estate taxes, insurance, advertising and other 
expenses required under the licence agreements and real estate leases. 


Statutory information: 


(a) Remuneration of nine directors in their capacity as directors was $16,825 and of five officers was 
$224,681. Two of the officers were also directors. None of the directors or officers received 
remuneration from the Company’s subsidiaries. 


(b) These financial statements comply with the disclosure requirements of the act of incorporation (Canada 
Corporations Act) but do not purport to comply with all disclosure requirements of the Companies Act 
of British Columbia. 
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